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SAFE DRI NKI NG WATER FUND

The Safe Drinking Water Fund (Arkansas Code Annotated 8§ 15-22-
1101 to 1110) was established by Act 772 of 1997. The Act
created a special fund of the Arkansas Devel opnent Finance
Authority to be admnistered by the Arkansas Soil and Wter
Conservation Conm ssion and the Arkansas Departnent of Health to
provi de | oans for t he pl anni ng, desi gn, acqui sition,
construction, expansion, equipping and/or rehabilitation of water
systens or parts thereof.



TI TLE XV

RULES GOVERNI NG LOANS FROM THE SAFE DRI NKI NG WATER FUND

SUBTITLE I. | NTRODUCTORY PROVI SI ONS

Section 1501.1 AUTHORI TY AND SCOPE.

These rules and regul ati ons have been promul gated and adopted by
the Arkansas Soil and Water Conservation Comm ssion (the
"Comm ssion") pursuant to and as authorized by Act 772 of 1997,
(the "Act"), and as otherw se authorized under the general |aws
of the State of Arkansas (the "State"). These rules and
regul ati ons have been enacted for the purpose of inplenenting and
adm nistering the powers, duties and responsibilities of the
Comm ssion as provided by the Act, which provide generally for
Comm ssi on approved |loans with respect to certain Water Systens.

Section 1501.2 POLICY STATEMENT, | NTERPRETATI ON AND
APPLI CATI ON OF RULES AND REGULATI ONS.

It is the duty and policy of the Commssion to fully and

expeditiously inplenent and adm nister the objectives, purposes

and intent of the Safe Drinking Wter Fund (the "Fund")

aut hori zed under the provisions of the Act. The instant rules

and regulations are accordingly adopted to assist in the
effectuation and inplenmentation of this duty and policy.

Due to the wvery specialized nature and conplexity of
admnistration of the fund, the rules, regulations, nbdes of
procedure, Comm ssion policies and guidelines herein provided
shall, in all instances, be subject to and given a |I|iberal,
reasonable, fair and inpartial construction, interpretation and
application to the end that the intent and purposes hereof may be
obtained in conpliance with the laws of the State and the public
pur poses sought to be served thereby.

Section 1501. 3 DEFI NI TI ONS.
Unless the context otherwise requires, the wuse of certain
capitalized words and terns herein which are not otherw se
defined shall refer to the neanings of such words and terns as
provided in the Act.

SUBTI TLE 1'l. PROCEDURE

Section 1502.1 GENERAL PROCEDURE.
The general procedure to be followed in the |oan application,
revi ew and consi deration process shall be as follows:

A. Al l proposed \Water System Projects (hereinafter
“Projects” or singular “Project”) nust be considered in
order, from the Conprehensive Project Priority List (the



“CPPL”) which is devel oped and adm ni stered by the Arkansas
Department of Health's Engineering Division. The Executive
Director may invite the governing body of each applicant to
submt a letter of intent acconpanied by a Resolution,
authorizing the sane, as a prerequisite for further
consi deration by the Conm ssion.

B. Pre- Application. Wile not specifically required, al
potential applicants are encouraged to initially contact the
Comm ssion for pur poses  of maki ng arrangenents for
participating in a pre-application conference between
Comm ssion staff, applicant (or representative), applicant's
| egal, financial and engineering advisors and such other
persons whose attendance and participation may be deened
appropriate and beneficial. At the pre-application
conference, prelimnary matters respecting the applicant,
the proposed Project and the application for |oan may be
generally discussed in an effort to famliarize all
concerned parties with the applicable Program and specific
application requirenents and procedures.

C. WAt er / WAst ewat er Advisory Committee. Pri or to
subm ssion of a formal application for a project, the
applicant nust conply with the procedures established by the
Wat er / Wast ewat er Advi sory Conmittee.

D. Appl i cati on. Applicant shall initiate application
review and consideration by subm ssion to the Conm ssion of
an application. In all instances, applications nust be
witten in the form and nust include substantive content
meeting the requirenents of Subtitle I1l. If the applicant
is requesting Comm ssion funds from other than the Fund,
separate applications nust be made with respect to the other
pr ogr ans. However, every application for funds under the
Fund may be considered by the Conm ssion at its discretion
as a request for |oan under any other avail abl e prograns.

E. Prelimnary Review. Upon receipt of the application by
the Comm ssion, the application shall be given prelimnary
review by Comm ssion staff for an initial determ nation of
Project eligibility under the Fund requirenents, applicant
eligibility and for conpleteness and accuracy of all
requi red and necessary information.

F. Fi nal Revi ew. Subsequent to prelimnary review and
based upon the determnation of eligibility and adequacy of
information submtted, the application shall thereafter be
reviewed by Conmmssion staff for recomendation to the
Comm ssion. In this endeavor, Conm ssion staff shall review
and investigate the application for the purpose of
determ ning Project conpliance with the approval criteria
set forth in Subtitle IV of this title and conpliance with
such other considerations and factors deened relevant and

necessary for staff recomrendati on purposes. In addition
the history of the applicant wwth respect to the achi evenent
of objectives in previous Conmssion grants, |oans and

| eases may be exam ned. \Were applicable, Conm ssion staff
may contact State and federal governnent entities who have
responsibilities associated wth the Project.



G Publ i c Heari ng. If the Executive Director determ nes
that a public hearing would be beneficial in considering an
application, he may schedule and conduct a hearing in the
|l ocality to be served by the Project proposed in the
application. The purpose of the public hearing is to obtain
witten and/or oral statenents expressing public views
concerning the applicant's request for a | oan. Ver bati m
transcripts of such hearings will not be nuade. Per sons
wi shing to nmake extensive comments should provide a witten
copy thereof to the Conm ssion. The date, tinme and pl ace of

the public hearing will be furnished to all concerned
parties and wll also be published in a newspaper of
statewide circulation for a reasonable amount of tine. It

is the policy of the Comm ssion that a "reasonabl e amount of
time" shall normally nean that the publication of the notice
of public hearing shall be for two consecutive weeks by two
i nsertions seven days apart before the date of the hearing.

H. Comm ssion Review and Consi derati on. Upon conpl etion
of staff review, the submtted application wth staff
recommendat i ons, i f any, shal | be placed wupon the

Comm ssion's neeting agenda as pronptly as practicable, and
shall be thereby submtted to the Comm ssion for Conmm ssion
review, consideration and action.

Section 1502.2 COW SSI ON ACTI ON.

A After revi ewi ng and consi dering t he subm tted

application, the Comm ssion may proceed to take one of the

following alternative fornms of Comm ssion action on the

appl i cation:
1. The Conmi ssion may approve the | oan application as
submtted, in whole or in part, and thereby authorize
such further action as may be necessary to effectuate
Project closing and/or the disbursenent of funds.
2. The Conmmi ssion may retain the application under
advi senent for further consideration or continue the
hearing on the same for later ruling and disposition;
and, the Commssion may wthhold ruling on the
application pending a further hearing and/or subm ssion
to the Conmssion of such further or additional
information as the Commission nmay require for
application consideration purposes.

3. The Comm ssi on may rej ect and deny t he
application, in whole or in part.
4, The Conmi ssion nmay approve the |oan application,

in whole or in part, contingent upon:
(a) the applicant taking certain actions;
(b) the existence of adequate and avail abl e noney
in the Fund; or
(c) the receipt and approval by Comm ssion staff
of any outstanding and necessary rmaterial,
information, docunents, verifications or other
aut hori zati on.



5. The Commission nay place an application on a
waiting list pending the availability of noney in the
Fund. Applications on the waiting list will be given
further consideration regardi ng approval or denial when
adequat e funds becone avail abl e.
6. The Comm ssion will act on an application based on
the information contained therein, testinony given at
the public hearing, and the staff's recomendati ons.
7. Action wll normally be taken by the Conm ssion
wi thin one cal endar year of the tine application for a
|l oan is made. Action may be delayed on certain
applications for Projects dependent on other financing
sour ces.
8. The Executive Director shall, wthin ten (10)
days, notify the applicant of the final action of the
Comm ssion in accepting, nodifying, or rejecting the
application.
B. Upon approval and grant of an application for a |oan,
the Conmm ssion may authorize Project |loan closing and the
execution of all necessary closing docunents and instrunents
by the Chairman of the Comm ssion or other designated
Comm ssion representative(s), and may accordingly authorize
and provide for disbursenents and nmay aut hori ze such further
or additional action as nmay be necessary to conplete and
i npl emrent the approved transaction, including the inposition
and collection of such fees and charges as nmay be fixed by
the Comm ssion to be paid by an applicant with respect to
the Comm ssion's assistance for a specific Project.
C. The Executive Director of the Conm ssion shall have the
di scretionary authority to extend the time granted by the
Comm ssion to an applicant to conply with specific ternms and
conditions when, in the Executive Director's judgnent,
substantial conpliance has been achieved by the applicant.
Any such extension granted pursuant to this provision shal
not exceed ninety (90) days and shall be granted only after
consultation wth the Conm ssion chairman. Any ext ensi ons
granted pursuant to this section shall be reported to the
Comm ssion as a whole at 1its next regularly scheduled
meet i ng.

SUBTI TLE I'11. APPLI CATI ONS FOR LOAN

Section 1503.1 APPLI CATI ON CONTENT
The Conm ssion provides application forns for Safe Drinking Water
Fund Loans. All applications nmust be witten and consistent with
the requirements stated under this Subtitle. Four copies of the
application nust be submtted to the Comm ssion.

Section 1503. 2 REQUI RED | NFORVATI ON.
The follow ng general 1 nformation, where deenmed by the Conm ssion
to be applicable to the applicant and the Project under




consideration will be provided by nanagerial, technical and

fi nanci al
A.

capability.
Manageri al Capability.
1. Applicant's full, true and correct |egal nane,

office address, mailing address if different from
of fice address, telephone nunber and tel ecopy nunber,
i f avail abl e.

2. Aut hority of |aw under which applicant was created
and established and the independent |egal authority,
i ncl udi ng supporting docunentary evidence as requested
by the Conm ssion, under which application is nmade.
Applicant nust identify and describe the nature of its

|l egal identification as an Eligible Entity. (See
Section 1507.1).

3. Certified copy of the ordinance, resolution or
ot her specific authorizing instrunent or action

reflecting applicant's authority for making application
to the Conmm ssion.

4, Nanme, address, telephone nunber and telecopy
nunber, if avail able, of Project engineer.
5 Nanme, address, telephone nunber and telecopy

nunber, if available, of Project |egal counsel and, if
appl i cabl e, nane, addr ess, t el ephone  nunber and
tel ecopy nunber, if available, of financial consultant
Oor assessor.

6. Ant i ci pat ed Proj ect ti nmetabl e, i ncl udi ng
anticipated dates for conpletion of pl ans and
specifications, Arkansas Water Plan conpliance review,
if required, Departnent of Health, Departnent of
Pollution Control and Ecology or other necessary

approval s, expected award of bids and Project
constructi on comencenent and conpl eti on dates.

7. Description of the nature and division of al
applicants' equitable interests in the Project if nore
than one Eligible Entity wll participate in the
Proj ect.

8. A statenent reflecting the relevant history or
current status of applicant's efforts toward obtaining
all necessary and incidental rights and privileges
needed for Pr oj ect commencenent, conpletion and
oper ati on. This requirenent includes, but 1is not
limted to, all necessary legal rights, including water
rights, | i censes, easenents or permts, whet her
existing under federal, state or |ocal | aw or

regul ati on, the relative status of secured or
out standi ng contracting arrangenments, and the status of
any incidental legal or governnental proceedings,
i ncl udi ng, but not limted to, the need for
environnental inpact studies, if not already prepared,
and any future authorizations or approvals required by
el ectors, residents, nenbers and/or the governing body
of the applicant.



Techni cal Capability.

1. A brief but adequate description of the proposed
Project for which application is made, including but
not limted to the foll ow ng:

a. Proj ect | ocation.
b. Nat ure of Project.
2. Prelimnary Project plans and specifications as

may be necessary to reflect general engineering
feasibility of the Project. A finding of financial,
technical and managerial capacity to acconplish the
Proj ect.
3. Anticipated total Project cost.
Fi nanci al Capability.
1. Total amount of funds requested for Project |oan
from the Comm ssion, including a statement of the
specific uses and purposes for which such funds are
i ntended to be applied.
2. Conpr ehensi ve st at enent clearly denonstrating
Project need and the degree and extent of |ocal support
for the Project. Such statenent nust be in sufficient
detail to support and justify the Project and should
describe all aspects of present |ocal support and
approval for the Project. Applicant may include
letters or statenments of support from any interested
persons or agenci es.
3. Listing of all financing institutions, |enders or
other funding sources, if any, participating in
financing the Project or other projects related to the
Project, including, where applicable, the follow ng
i nformation:
(a) Statenent by each such participating entity
reflecting the relative interest, support and
commtnment of the participating |ender or other
funding source in and to the Project.
(b) Statenent reflecting total Proj ect cost
allocation between |enders or other funding
sour ces.
(c) Statenent and description of all Project
security or Project revenues already pledged or to
be pledged to other participating |enders or fund
sour ces.
(d) Statenent and description of other projects,
if any, related to the Project, and information
satisfying the requirenents of Subsections above
wWth respect to each such other related project,

i f any.
4. Nature and anount of security to be pledged to
secure the applicant's repaynent obligations to the
Comm ssion for the |oan requested. |If real or personal

property, or any interest therein, other than or in
addition to the project itself is to be pledged by
appl i cant to secure t he applicant's r epaynent
obligations, applicant nust submt a current statenent
of the nature and extent of all outstanding liabilities



or indebtedness against such property, if any. | f
applicant is not the owner of such real or personal
property to be pledged, applicant nust state and
describe the nature and extent of applicant's |egal or
equitable interest in such property and provide a
statenment setting forth who or what entity owns such

property i ncl udi ng details of al | out st andi ng
liabilities or indebtedness against such property.
5. A firm estimate of annual (or other interval)

revenues to be derived from the Project or other
sources of revenue available to be paid to the
Comm ssion for Project cost repaynent, with supporting
detail and assunptions expressed, and such additiona
financial information as nay be necessary to eval uate
general economc feasibility of the Project, including
the ability of the Project to generate sufficient
revenues to repay the Comm ssion the cost of providing
|l oan for the Project, together wth such fees and
charges as may be inposed by the Conm ssion.

6. A statenment of the specific manner and neans and
Project projected tinmetable wthin which applicant
proposes to finance the Project, considering al
sources of financing, and the tinetable to commence
maki ng repaynents to the Comm ssion.

7. I nf or mati on reflecting t he availability to
applicant of reserve or contingency funds which could
and, if necessary, would be used to neet actual Project
costs which exceed applicant's original total estinmated
cost of the Project. Such information should include
the nature, source, amount and liquidity of such
reserve or contingency fund and applicant's conm tnent
and ability to utilize such funds when and if necessary
for such purposes.

8. Certified copy of applicant's previous three (3)

years annual audi t ed fi nanci al st atenents, if
available, and a statenent of applicant's financial
condi ti on, including a «current statenment of all

outstanding indebtedness of applicant or related
entities, including but not limted to all outstanding
general obligation or revenue debt which m ght affect
applicant's overall financial condition. |In connection
wth such statenent of indebtedness, applicant nust
list the security given for all such indebtedness.

9. Al | applicants should submt future capital
i nprovenent plans as they may relate to the proposed
Proj ect or the applicant generally.

Secti on 1503.3 ADDI Tl ONAL | NFORVATI ON FOR RESERVO R
PRQJECTS.
Where loan is sought 1n connection with an existing reservoir,
the following additional information nmust be submitted with the
appl i cation:




A The application should contain a description of al
estimated firm annual yields and reservoir st or age
capacities.

B. A statenment containing the purposes for which water
wll be stored or used and places of use or potential use
for such water.

C. A statenment of the relative allocation of reservoir
costs to each reservoir purpose if for nore than one
pur pose.

D. A brief description of exi sting or pr oposed
i nprovenents in the reservoir or reservoir area and a
description of all such inprovenents which may require
rel ocation.

Secti on 1503. 4 SUPPLEMENTAL | NFORNVATI ON.
The Comm ssion reserves the right to require the applicant to
submt such further or additional Project information as nmay be
deened necessary for Project review under the particular facts
and circunstances of any specific Project proposal.

Section 1503.5 APPLI CATI ON VERI FI CATION AND APPROVAL AS TO
LEGALITY.

Al'l applications for Toans shall contain the follow ng statenent
signed by the chief executive officer of the applicant: "To the
best of ny know edge, all statenents of fact contained herein are
true and correct as of the date hereof."” Addi tionally, each
application shall, at the tine of subm ssion, be approved as to
legality by applicant's 1legal counsel. Such opinion shal
normally reflect the valid formation and existence of the
applicant, the due authority of the person(s) signing the
application and the legality of the neans proposed to finance the
Proj ect. In addition, the application shall be subject to
approval by the Comm ssion's | egal counsel, if deened advi sabl e.

SUBTI TLE I'V. APPROVAL STANDARDS AND CRI TERI A.

Section 1504.1 GENERAL APPROVAL STANDARDS AND CRI TERI A.
In the review and consideration of applications for a loan, the
Comm ssion shall give consideration to the follow ng general and
non-exclusive criteria for application approval:
A. Conpliance Wth Laws. The applicant and proposed
Project nust be found to be in conpliance wth all
applicable and relevant federal (See Appendix A), state and
|l ocal laws and regulations (including the Arkansas Water
Pl an, where applicable), and applicant nust possess all
necessary and incidental | egal rights and privileges
necessary to Project commencenent and operation. The
appropriate state agencies nmust have had adequate
opportunity to review and comrent on the proposed Project.
B. Eligibility. The applicant and proposed Project nust
be determned to be eligible for a loan from the Fund as
fol | ows:




(1) Projects generally considered eligible include but
are not limted to the foll ow ng:

a. needed for conpliance and public health
(except nonitoring, operation and naintenance
expendi tures).
b. to replace aging infrastructure if needed to
maintain conpliance or further public health
protection goals.
C. to consol i date water supplies.
d. for land if integral to the project and
needed to neet or nmmintain conpliance and further
public health protection.

e. pl anni ng and desi gn of a project.

f. restructuring systens t hat are in
nonconpl i ance  or t hat lack the technical,
manageri al and financial capacity to maintain the
system (Only if the loan wll ensure conpliance

or if the owner or operator agrees to undertake
appropriate changes in operations).

(2) Loans cannot be nmade for:
a. Dans, or rehabilitation of dans.
b. Water rights, except if the water rights are
owned by a systemthat is being purchased through
consolidation as part of a capacity devel opnent
strat egy.
C. Reservoi rs, except for finished wat er
reservoirs and those reservoirs that are part of
the treatnment process and are |ocated on the
property where the treatnment facility is |ocated,

d. Laboratory fees for nonitoring.

e. Oper ati on and mai nt enance expenses.

f. Proj ects needed mainly for fire protection.

g. Projects for systens that |ack adequate
technical, managerial and financial capability,
unl ess assistance will ensure conpliance.

h. Proj ects for systens in significant
nonconpl i ance, unl ess f undi ng wi | | ensure

conpl i ance.
i Projects primarily intended to serve future

gr owt h.
C. Availability of or Conbination wth Oher Assistance.
The Comm ssion shall consi der the feasibility and

availability of alternative or additional sources of revenue

which could be obtained and utilized by applicant for

Project financing either apart from or in conjunction with

Comm ssi on | oan.

D. Priority and availability of funds. The Conmm ssi on
must give maximum priority to those projects needed for Safe
Drinking Water Act (SDWA) conpliance, that provide the greatest
protection to public health, and those which assist systens nost
in need on a per household basis. Projects will be considered in
the order established by the Arkansas Departnent of Health in the
CPPL. If a project is determned to be eligible, it will then be




prioritized for funding. The Comm ssion may bypass a project
under any of the follow ng conditions:

1. The applicant |acks fiscal capacity.

2. It is not ready to proceed.

3. It is not an Eligible Entity.

4, The applicant has not submtted a Letter of Intent
W th a supporting Resol ution.

5. The applicant has not entered into a Menorandum of
Agreenment with the Comm ssion.

6. The applicant has requested that it be w thdrawn

fromfurther consideration for funding.
7. O her conditions established by the Executive
Director in the annual Intended Use Plan (“1UP").

The Conm ssion may waive any of the above conditions except the
first on a case-by-case basis. However, each of these waivers
may beconme a special condition of a resulting |oan.

Section 1504.2 LENGTH OF LQANS.

A For applicants wth nedian household inconmes (as
determ ned by the U S. Census Bureau) greater than the State
average nedi an househol d i nconme, the maxi mum | ength of | oan

will be twenty (20) years or the life of the Project,
whi chever is |ess.
B. For applicants with nmedi an househol d incones |ess than

or equal to the State nedi an household inconme, the maxi num
length of loan will be thirty (30) years or the life of the
Proj ect, whichever is |ess.

Section 1504.3 CRI TERI A APPLI CABLE TO ESTABLI SHVENT OF OTHER
TERVMS AND CONDI TI ONS FOR LOANS.
In establishing the debt service reserve fund, depreciation
reserve fund or other terns and conditions, the Conm ssion nmay
consi der the follow ng:

A Heal th, Safety, Environnental and other special needs;

B. Overall financial burden on applicant;

C. Type of system and systeml s operation and mai nt enance
costs;

D. Applicant's | egal, organizational, nmanagenent and
financial history;

E. Type of dedi cated revenue(s) to be used for repaynent;

F. Debt service coverage from dedi cated revenues;

G Hi story of revenue collections and past due accounts;
and

H. QO her criteria, as applicable.

Section 1504.4 CRITERI A APPLI CABI LITY.
The general criteria set forth in this subtitle are intended to
constitute and shall constitute general guidelines and standards
for application review and consideration by the Conm ssion. Such
criteria shall not be deened appropriate for strict application
or interpretation, nor shall such criteria be deenmed exclusive.
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In all instances, each individual application and Project nust be
reviewed and considered on its own individual nerits. The
criteria and standards set forth above shall accordingly be

interpreted and applied so as to allow sufficient flexibility in
the wultimate exercise of the Comm ssion's |udgnent and
di scretion.

SUBTI TLE V. DI SBURSEMENT OF FUNDS

Section 1505.1 CONDI TI ONS FOR DI SBURSEMENTS.

A

After an application for a |loan has been approved by

the Comm ssion, the following conditions and requirenents

shal |

be net prior to the release and disbursenent of any

assi stance funds:

B

1. Unl ess otherwise provided and approved by the
Executive Director, applicant nust submt to the
Comm ssion all plans, specifications and engineering
reports for the Project, all of which shall be conplete
and in sufficient detail as would be required for
subm ssion of the Project to a contractor for bidding
or contracting the Project.
2. Applicant, Comm ssion and all other necessary
parties, shall have executed all instrunments and
docunents, in form and content acceptable to the
Comm ssion, necessary for closing including, but not
limted to a Menorandum of Agreenent (“MOA’), |oan
docunents, ordinances or resolutions, construction
contracts, closing certificates, | egal opi ni ons,
correspondi ng pledges of Project security and revenues
where appropriate and all other relevant docunents
(herein col l ectively referred to as "Proj ect
Docunents") . Cl osing procedures and schedul e shal
conform to the requirenments of the Comm ssion
including without Iimtation, execution and delivery of
the specific Project Docunents, with such insertions,
corrections, nodifications or anendnents as may be
approved by the Commi ssion in a specific instance.
3. If not previously provided, applicant shall
provide the Commssion with witten and verified
statenments setting forth

(a) Information reflecting t he reasonabl e

availability of and/or a commtnent fromall other

revenue or funding sources needed to finance and

conplete the Project; and

(b) A tinetable for transfer of funds from

Comm ssion to Applicant.
4. Applicant shall have conplied wth all other
applicable requirenents of Title .
At the tinme of and upon conpliance with the above

réquirenents, the Commssion may release, advance and
di sburse loan funds to the applicant for the approved
Proj ect.

11



Section 1505.2 | NCREASES I N LQOAN.
Wth respect to approved applications from the Fund, the
Executive Director shall have the discretionary authority to
i ncrease the anobunt of the loan to the applicant by the greater
of ten percent (10% of the approved obligation amount or $25, 000
wi thout returning to the Comm ssion for approval. Such increase
in the loan shall be granted only after consultation with the
Comm ssion chairman. Any | oan increases pursuant to this section
shall be reported to the Commssion as a whole at the next
regul arly schedul ed Conmi ssion neeting.

Secti on 1505.3 DEOBLI GATI ON.
A The Executive Director shall have the discretionary
authority to deobligate funds approved by the Comm ssion for
the loan to an applicant without returning to the Comm ssion
for its approval in the foll ow ng cases:
1. The Loan was approved by the Conmission in an
anount in excess of that needed for conpletion of a
Proj ect.
2. An applicant requests that funds be deobli gated.
3. In the judgnent of the Executive Director an
applicant has failed to conply with the requirenents of
t hese rul es and regul ati ons.
B. Deobl i gation, except if nmade under Subsection 1. above,
shall be made only after consultation with and concurrence
of the Comm ssion chairmn. Any deobligations pursuant to
this section shall be reported to the Conm ssion as a whole
at the next regularly schedul ed Conm ssion neeting.

SUBTI TLE VI. M SCELLANEQUS PROVI SI ONS

Section 1506.1 | NSPECTI ON OF WORKS, TECHNI CAL AND FI NANCI AL

RECORDS
By making application to the Comm ssion, the applicant wll be
deened to consent and agree to the foll ow ng:
A Facility Inspection. From tinme of application
t hroughout construction and at all times while any
assistance from the Commssion to the applicant is
out st andi ng, the Comm ssion shall have the right to inspect
any and all of the Project(s) and all incidental works,
areas, facilities and prem ses otherw se pertaining thereto.
B. Record I nspection. Fromtine of application throughout

construction and at all tines while any loan from the
Commi ssion to the applicant is outstanding, the Conm ssion
shall at all reasonable tines have the right to inspect,
review, or copy all contracts, docunents, records or other
information related to the application, the Project(s) and
the operation of the applicant's system including financial
records possessed by the applicant or its contractors,
agents, enployees or representatives.
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C. Audi ts. From tine of application t hr oughout
construction and at all tines while any loan from the
Comm ssion to the applicant is outstanding, the applicant

shall, unless otherwi se agreed to by the Executive Director,
provi de the foll ow ng:
1. Construction Audit. Upon conpletion of the

Project, the applicant shall provide an audit by an
i ndependent certified public accountant of t he
expenditure of construction funds, including all funds
provi ded by the Comm ssi on.
2. Annual Audit. The applicant shall furnish to the
Comm ssion annually, wthin ninety (90) days after
close of applicant's fiscal year, audited financial
statenents prepared by an independent certified public
accountant, acconpanied by such accountant's report
t her eon, reflecting the financial condition of
applicant at the end of such fiscal year, the results
of operations and changes in fund bal ances with respect
to applicant, applicant's conpliance with the terns and
conditions of the |oan docunents and this Title of the
Comm ssion's Rules, and other managenent or financial
criteria established by the Executive Director.
D. Conpliance with Federal /State Requirenents. As |long as
the applicant has an outstanding from the Fund, the
appl i cant wi | | comply wth all State and federal
requi renents applicable to the Fund.

Section 1506. 2 PRQJIECT MODI FI CATI ONS.

A After an application for a loan has been approved by
t he Conmi ssion and after the Executive Director has revi ewed
and approved an applicant's plans and specifications for the
Project, no change, nodification, anendnents, or departure
otherwise to or from the approved plans and specifications
which would materially or significantly affect total Project
cost, estimated revenues, or design shall be made, allowed
or authorized without the prior witten approval thereof by
t he Executive Director.

B. During the period of construction, all material changes
of any nature, delays in construction, and changes in
contract times nust be reported to the Conm ssion.

Section 1506.3 RECORDS PUBLI C.
All records of the Commssion relating to the Funds contenpl at ed
within these rules and regulations shall be public records
available for public inspection by any interested person at
reasonable times and in a reasonabl e manner.

Section 1506.4 ADM NI STRATI VE FEES, LOAN RATES AND TERMS FOR
SAFE DRI NKI NG WATER FUND LOANS.

A. Applicants receiving a loan fromthe Fund shall pay to

the Commi ssion an administrative fee of three percent (3%

of the anmpbunt of the | oan received.
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B. A loan servicing fee rate wll be charged to the
borrowers | oan repaynents. The servicing fee rate is part
of the borrowers conbined |loan rate. The servicing fee rate

and the conbined loan rate wll be set upon the Project’s
obligation by the Comm ssi on.
C. Loans from the Fund shall be repaid in full at an

interest rate up to the maxi mum allowed under Article 19,
Section 13 of the Constitution of the State of Arkansas, as
anended by Anmendnent 60.

Section 1506.5 SANCTI ONS.

The Comm ssion may, upon witten recomrendati on of the Executive
Director, penalize applicants who voluntarily wthdraw its
application from the Fund subsequent to Conmi ssion review and
approval of an application, or otherwise fail to denonstrate good
faith in dealing with the Comm ssion and its staff. Sancti ons
may include a prohibition from participation in any Conm ssion
Loan Prograns for a period of up to two (2) years.

Section 1506. 6 PRQIECT COVPLETI QN, | NSPECTI ON AND AUDI T.

Upon conpletion of any Project for which a loan has been
provided, the applicant or its engineer shall furnish to the
Commi ssion witten notification of conpletion. Upon receipt of
such notification, or upon Project conpletion should notification
not be furnished as required herein, the Conm ssion may conduct a
final on-site inspection of the Project and an audit of any and
all loan funds furnished to the applicant may be required as
contained in Section 1506.1 above.

Section 1506. 7 RETURN OF FUNDS TO COVM SSI ON.

A Loan funds mnade available to an applicant by the
Comm ssion shall be utilized and expended by the applicant
solely and exclusively for the paynment of authorized and
al l owabl e costs and expenses of the Project for which

assi stance was approved. Any remaining funds shall be
pronptly returned to the Conmm ssion upon request.
B. In the event funds furnished to an applicant by the

Comm ssion are not utilized and expended by the applicant
for the specific Project for which such funds were furnished
wi thin a reasonable period of time after disbursenent to the
applicant, or in the event the Conm ssion deternm nes, at any
time, that funds furnished were utilized and expended for
any unaut hori zed or unal | owabl e purpose, the applicant shal

upon demand return or otherwise pay or reinburse to the
Comm ssion any and all such unused funds or any anmounts of
funds used and expended for wunauthorized or wunallowable

pur poses.
Section 1506.8 LATE PAYMENTS.

A As provided in all loan agreenents entered into wth
respect to a loan from the Fund, there is a seven (7) day
grace period for |ease or |oan paynents due. After the

expiration of the grace period, interest at the rate stated
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in the Project docunents will be charged on the anount due
fromthe due date until the date paynent is received.

Section 1506.9 CONVEYANCE OF OWNERSHI P/ RELEASE OF SECURED
INTEREST TO ELIGBLE ENTITY WHEN PRQIECT
COSTS REPAI D.
Upon repaynent to the Conm ssion of all Project costs and/or such
ot her payments, fees and charges as nay be required to be paid to
the Commission pursuant to the Project agreenents in ful
satisfaction of the applicant's obligations, the Comm ssion wll
convey/rel ease any ownership/secured interest it has in the
Project or cause such interest/release to be conveyed to the
proper applicant, or if applicable, to a group of applicants as
their interests may appear, and the Conm ssion shall return
control over the operation and mai ntenance of the Project to the
applicant or applicants, as the case may be.

Section 1506. 10 DEBT SERVI CE RESERVE FUND, VWHEN
REQUI RED.
A A Debt Service Reserve Fund, when required to be funded
by the Conm ssion, wll be a restricted account, established
and maintained by a third party trustee or the applicant, as
approved by the Executive Director. This reserve fund is
solely for the benefit and protection of the Conm ssion and
shall not be used or pledged for any other purpose wthout
prior witten approval of the Executive Director.
B. Debt Service Reserve Fund will be funded in whole at
closing of the financing of the Project, unless otherw se
approved by the Comm ssion.
C. Debt Service Reserve Fund may be funded from the
anounts financed by the Comm ssion as part of the overal
Proj ect cost.

Section 1506. 11 DEPRECI ATI ON RESERVE FUND.

The Depreciation Reserve Fund wll be a restricted account,
established and maintained by a third party trustee or the
applicant, as approved by the Executive Director. This reserve
fund is for the replacenent of the financed Project and shall not
be used for any other purpose without the witten approval of the
Executive Director. It wll be accunulated at a rate and anount
established by the Executive Director.
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SUBTI TLE VII. ELI G BLE ENTITI ES

Al of the entities set out below are collectively referred to in
these rules and regulations as "Eligible Entities."

Section 1507.1 ENTITIES ELIGBLE FOR ASSI STANCE UNDER THE
SAFE DRI NKI NG WATER PROGRAM
The | oans made available under the Fund may be obtained for an
eligible Project by any duly constituted and existing politica

subdi vision of the State, including but not limted to counties,
cities, towns and nunicipalities, and by any duly constituted
speci al pur pose i mpr ovenent district, rur al devel opnent

authority, rural waterworks facilities boards, public facilities
board, regional water distribution district, and by any duly
qualified and existing public trust or authority, individually or
as agent, representative or instrunentality of any political
subdi vision, or other Eligible Entity descri bed above.

Section 1507.2 COVBI NATI ON OF ELI G BLE ENTI TI ES.
For purposes of qualifying for and obtaining the |oan
contenpl ated herein, any group of Eligible Entities may conbi ne
and join in nmaking application for Project |oan, provided each
separate entity within the group is an Eligible Entity wth
respect to the Fund.

Section 1507.3 NATURE OF PRQJECT OANERSHI P

The Comm ssion shall obtain a secured interest in all projects
devel oped pursuant to the Fund. Accordingly, and as nore
specifically provided in Section 1505.1, as a condition of
obtaining a loan in connection with any Project, the applicant
will be required to convey to the Comm ssion a secured interest
in land, buildings, inprovenents, equipnent and other facilities
which are financially assisted by the Fund, and which wll
conprise a Project, and the Comm ssion must retain such secured
interest until all Project costs and other fees and charges as
may be inposed by the Conm ssion have been paid or reinbursed to
t he Conmm ssi on.

Section 1507.4 PRQJIECT COSTS FOR WH CH ASSI STANCE FUNDS MNAY
BE EXPENDED.
Funds nade available by the Commission to an applicant for an
approved Project shall be utilized and expended only toward
paynent and financing of Project costs, as approved by the
Comm ssi on. For purposes of these regulations, Project costs
include the follow ng itens:
A. Costs of acquiring the facilities conprising the
Proj ect.
B. Costs of acquiring and constructing other itens
included in the facilities, including obligations incurred
for labor and materials by contractors, builders and
mat eri al suppliers.
C. Costs of restoration or relocation of property damaged
or destroyed in connection with any construction.
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D. Contractors' performance, paynent and conpletion bond

prem uns.
E. Title insurance prem uns.
F. Costs of nmachinery, equipnent and related facilities

acquired or purchased for inclusion in the facilities and
the cost of shipping, transportation and installation
t her eof .

G Taxes or other municipal or governnmental charges |evied
or lawfully assessed against the facilities acquired during
the period of acquisition.

H. | nsurance premuns in connection with acquisition of
the facilities.

l. Architectural and engi neering fees for services rel ated
to the Project prior to and during the period of
acqui sition.

J. Paynment or reinbursenent to the applicant for interim
financi ng and advances and all costs thereof.
K. Abstract and title opinion costs.

L. Reasonabl e Project legal fees and expenses of counse

for the applicant.

M Costs of fees of other consultants of the applicant.

N. Recordi ng fees.

0] Costs of publishing and printing proceedings incident
to the Project and any | ocal hearings or approvals required
in connection therewth.

P. Such ot her reasonabl e and necessary expenses as nay be
required to conplete the Project, and as may be approved by
t he Executive Director.

Section 1507.5 GRANTI NG OF SECURED | NTEREST OR OANNERSHI P.
For an approved application and Project, the Commssion is
aut horized to advance funds in the form of progress paynents for
the Project. Paynent requests nust be acconpani ed by appropriate
docunentation from Project applicants satisfying the conditions
for disbursenents set forth in Subtitle V of these rules and
regul ati ons.

Section 1507.6 ASSETS TO BE CONVEYED
A secured interest Iin all assets constituting part of a Project
financed with funds must be assigned to the Comm ssion at the
time of disbursenent of such funds. A secured interest may be
assigned to the Conmi ssion in whole or in part fromtinme to tine
as portions of the Project are conpleted and becone the subject
of requests for disbursenent of funds.

Section 1507. 7 MAXI MUM PARTI ClI PATI ON
The Comm ssion may nake a loan to an Eligible Entity in an anount
equal to the total Project cost.
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APPENDI X A
LI ST OF FEDERAL LAWS AND AUTHORI TI ES

Envi ronnent al :

Archeol ogi cal and Historic Preservation Act; PL 86-523 as
anmended

Clean Air Act; PL 84-159 as anended

Coastal Barrier Resources Act; 16 U S.C. 3501 et seq.
Coastal Zone Managenent Act; PL 92-583, as anended
Endangered Species Act; PL 93-205 as anended

Farm and Protection Policy Act; PL 97-98

Fish and WIldlife Coordination Act, PL 85-624 as anended
Fl oodpl ai n Managenent, Executive Order 11988 as anended by
Executive Order 12148

National Hi storic Preservation Act; PL 89-665 as anended
Prot ection and Enhancenent of the Cultural Environnent;
Executive Order 11593

Protection of Wetlands, Executive Order 11990

Safe Drinking Water Act; Section 1424(e), PL 95-523 as anended
Wl d and Scenic R vers Act; PL 90-542 as anended

Econom c:

Adm nistration of the Cear Air Act and the Federal Water
Pol l ution Control Act with respect to Federal Contracts,
Grants or Loans, Section 306 of the Clean air Act and Section
508 of the O ean Water Act, including Executive Order 11738
Br ooks — Mur kowski Amendnent; Section 109, PL 100-202
Denonstration Cties and Metropolitan Devel opnment Act; PL 89-
754, as anended

Soci al Legi sl ation:

Age Discrimnation Act, PL 94-135

Cvil Rghts Act of 1964, title VI, PL 88-352

Drug- Free Workpl ace Act, PL 100-690

Equal Enpl oynent Qpportunity; Executive Order 11246 as anended
Prohi bi ti on agai nst sex discrimnation under the Federal Water
Pol lution Control Act; Section 13 of PL 92-500

Rehabilitation Act; PL 93-112 (including Section 504 and
Executive Orders 11914 and 11250)

Wnmen and Mnority Business Enterprise; Executive Oders
11625, 12138 and 12432

M scel | aneous Authority:

Debarnment and Suspensi on; Executive Order 12549
Uni form Rel ocation and Real Property Acquisition Policies Act;
PL 91-646
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